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OATH OR AFFIRMATION

-

1, WILLIAM MEYER swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

CUTTER & COMPANY BROKERAGE, INC.

DECEMBER 31 3¥2007 are true and correct. I further swear (or affirm) that neither the company
nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

as of

//f/ ¥
gngudre
PRESIDENT
% Title
" NOTA i .

< RY SEA
Xp— e Matthew Cmmp Nota Pubhc

h?t Louis County State O?IMISSOUI’I
y Commrssson Expires 8/7/2004

This report** contains (check all applicable boxes):
(a) Facing page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
_(d) Statement of Changes in Financia! Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners or Sole Propnetor s Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(2) Computation of Net Capital
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.
(3) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15c3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.
() An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

00 0O DOOKODKEKLRE

-

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Cutter & Company Brokerage, Inc.
AUDITED FINANCIAL STATEMENTS

"~ December 31,2001 -

)y

' Prepared by o
Richard W. Schmidt CPA, P.C. _
8t Louis, Missouri ®
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INDEPENDENT-AUDITOR'S REPORT

Board of Directors. .

Cutter & Company Brokerage, Inc.”

I have audited the accompanying balance sheet of Cutter & Company Brokerage, Inc. as of

- December 31, 2001, and the related statements of income (loss), stockholder's equity and cash
~ flows for the year then ended. These financial statements are the responsibility of the Company's

management. My responsibility 1 1s to express an opmlon on these financial staternents based on
my audlt S »

‘I conducted my audit in accordance with- generally accepted auditing stand'ards Those standards

require that I plan and perform the audit to obtain reasonable assurance about whether the

_financial statements are free.of material misstatement. An audit includes exammmg, ona test
- basis, evidence supporting the amounts and disclosures in the financial statements. An audit also

included assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentatron | beheve that my -
audlt provrdes a reasonable ba51s for my 0p1n10n :

In my opinion, the ﬁnancial statements referred to above present fairly, in all material respects, |

the financial position of Cutter & Company Brokerage, Inc. as of December 31, 2001, and the
results of its operations and cash flows for the year then ended, in accordance with generally
accepted accounting principles. My audit was conducted for the purpose of forming an opinion -

* on the basic financial statements taken as a whole. The information contained in pages 10

through 14 is presented for purposes of additional analysis and is not a required part of the basic
financial statemerts, but is supplementary information required by rule 17a-5 of the Securities
and Exchange Commission. - Such information has been subjected to the aud1t1ng procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all

material respects in relation to the basrc financial statements taken as a whole.

 Dichard W, Selmids 829;4 2. e .
February 20, 2002 - | L |
1

11353 Brierhall Circle Ma 4 | Heights, MO 63043 314-7

_Fax 314-739-1409
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" CURRENT ASSETS

 STOCHOLDER'S EQUITY

Cutter & Company Brokerage, Inc. .

BALANCE.SHE‘ET.
December 3 1 2001
ASSETS

Cash and Cash Equivaleﬁts
" Marketable Securities

e Accounts Receivable -

Income Tax Refund ,Receiifable
" 'Prepaid Expenses

'PROPERTY AND EQUIPMENT - at cost

_ Furniture, Equipment and Fixtures
-+ ‘Less Accumulated Depreciation

" OTHER ASSETS.

Deposits

~ TOTAL ASSETS

LIABILITIES AND STOCKHOLDER S EQUITY

'CURRENT LIABILITIES

Note payable
- Accounts Payable
,Accrued Expenses

; Income Taxes Payable -

Common Stock, $1 par value, 30 000 shares authorlzed -
5,000 shares issued and outstanding - o
Additional Paid-in Capital
-~ Retained Earnings

_ TOTAL LIABILITIES AND STOCKHOLER'S EQUITY

The accompanying notes-are an integral part-of this statement.

. Total Current Assets

" Total Current Liabilities

159,468 -

138,700

200,161 -
64,702
5,179

568,210

339,513

145,513

194,000

C 68,756

0.

155,294

. 144;384

.363

300,041

5,000

12456
513,468
530924

§ 830965
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- LOSS FROM'OPERATIONS

- OTHER INCOME (EXPENSE)

‘,EOSS BEFORE TAXES . |

Cutter & Cdrnpahy Brokerage, Inc. )
'STATEMENT OF INCOME (LOSS)-
- For the Year Ended Decémber 31,2001

INCOME ;
) Comm1551on and Fee Income

'OPERATINGEXPENSES e
‘Advertlsmg : L : R R

Brokerage Fee_s
. Commissions~ ~
- Contributions , g
Depreciation and Amortlzatlon :
. Dues and Subscrlptlons ' '
Insurance - :
" Office’Expense-
‘Professional Fees
Rent
" Repairs and Mamtenance
-Salaries ‘
‘Taxes and LICCHSGS 7
Telecommumcatlons
’ Trammg and Professional Development
" Travel and Entertamrnent

Dividend and Interest lncome ‘
" Interest Expense
Miscellaneous Income
' Profit-Sharing Contribution ,
Gain (Loss) on Sale of Marketable Securities T
Unreallzed Gain (Loss) on Marketable Securmes

Provxslon For (Refundable) Income Taxes

NET INCOME (LOSS)

: ) The accompanying notes are an integral part Qf this statement.

3

§ 4,283,161

£ 40,202
602,003

2,499,160

1,530
36,016
36,568
58,524

49,328
17,714.
133,173

47,092

860,109

84,232 -
- 33,740
12,744 -

42,450 4,554,585

(271,424)

. 180,562 -

(3,992)
91,710

L (32,572)

(4,975)

2208 233,031
(38393)
O (12978)

$ . (25415)
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Cutter &FCO\r'np'an'y Brokéraée, inc. :
R sTATEMENT OF cﬁANGEs IN s'To'(‘:KHdLbER's”'EQUITy -
“ F or thjer Ygar Ended Décerribef’ 31 , 2001 |
o ‘Addit‘ic')nal

.Cdrﬁfnon " .. Paid-in " Retained
. Stock . ~ Capital - Earnings -

Balance at January 1,2001 $5000 12456 . $538,883

‘Netincome (loss) . PR ¢ - VI F)

Tota_ll_

© $556,339

(25,415) -

,Balance,atDece'mberBl,2001 o -$57,000  | $12,456 $513,468 -

The accompanyirig _notés are an integral part of this statement.

4

$530,924.




" Cash and cash equivalents_ at'-vbeginning of’ye‘ar‘ :

Cutter &“Comp'anynBrokerage; Inc:'
* STATEMENT OF CASH FLOWS - -

For.the‘_year ended December 31, 2001- E

’ Cash ﬂows from operatmg activities:

* Netincome , :
. Adjustments to reconcrle net mcome (loss)
" to net cash provided by (used 1n)
operatmg activities: -~ - .~ o
Depreciation” Co L
- (Gain) loss on sale of marketable securities
Unrealized (gain) loss on-marketable securities
' (Increase) decrease in accounts receivable
" (Increase) decrease in'income tax refund recelvabl
(Increase) decrease in prepaid ¢ expenses -
(Increase) décrease in deposits
Increase (decrease) in accounts payable :
and accrued expenses ' )
Increase (decrease) in income taxes payable

Net cash provrded by (used 1n) operatmg activities.

“Cash ﬂows from mvestlng actlvrtles

Proceeds from sale of marketab]e securltres v
\ Capltal expenditures :
Investments in marketable securltres

. Net cash provided by' -(used in) inilesting activities N

E Cash flows from ﬁnancmg activities

Net borrowmgs (repayments) on line of credlt

_ Netv cash prov1ded by_(used 1n) ﬁnancmg activities\_

NET INCREASE IN, CASH AND CASH EQUIVALENTS

- Cash and cash eqniyal'ents at end of year L IR

: The-accompanying ‘notes‘are an integral part of this statement.

5.

§ (25415

36,016

4975

(2,298)
154,653 -
(64,702)

4,632 . -

©(1,954)

24,667
(39797

S (9223

© 1,558,888

O (9,069) -
. (1,568,088)

o (18269)

0 ‘
@A)

186,960

§ 159468
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; Cutter & Company Brokerage Inc
NOTES TO FINANCIAL STATEMENTS

" December 31,2001

| ‘NOTE 1 - SUMMARY :'OF‘OPERAT;IONS'AND SIGNIFICANT_ ACCOUNTING POLICIES

A summary of the Company s operat1ons and srgmﬁcant accountmg pol1c1es apphed in the ‘
» preparanon of the accompanymg ﬁnanc1al statements follows :

A. Nature of’ Orgamzanon ‘

Cutter & Company'Brokerage Inc. is a broker\dealer registered with the Securities and Exehange .
Commission (SEC) and is a member of various exchanges and the National Association of

- Securities Dealers (NASD). The Company was formed for the purpose of trading in and deahng '\
~-with stocks, bonds and-all other types of securities. The Company does not hold funds or
' secur1t1es for, or owe money or securities to, customers and does not otherwise carry customer

accounts Accordmgly, the Company is exempt from SEC Rule 1503 3 under the K(2)(11)

o exempt1on :

B. Use of Estimates in the PreparatiOn of Financial Statements

The preparatlon of ﬁnanc1al statements in conformrty with generally accepted accountmg

. principles requlres management to miake estimates and assumptions that affect the reported .
"~ amounts of assets and liabilities and disclosure of contingent assets and hablhtles at the date of

the financial statements and the reported amounts of revenues and expenses durmg the reported
per1od Actual results could dlffer from those estlmates . : - :

' C Marketable Secur1t1es _

‘ At December 31, 2001 current marketable equlty securities are each stated at the1r lower of

aggregate cost or market. Market value and cost at December 31, 2001 was $ 138 700 and -

. $ 298,374, respectlvely : T

‘ C~ Accounts Rece1vable L

The Company has elected the reserve method in accounting for bad debts Under this method all
- uncollectible accounts are charged to the allowance account and the bad debt expense is R
- determined by adjusting the balance in the allowance account to a reserve considered reasonable -
by management No allowance for doubtful accounts was cons1dered necessary at December 31
- 2001. i L :
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' Cutter & Company Brokerage Inc
NOTES TO FINANCIAL STATEMENTS Contmued

December 31 2001

NOTE 1- SUMMARY OF. OPERATIONS AND SIGNIFICANT ACCOUNTING POLICIES —
Contmued -

D Property and-Eguip ment

- Property and equipment are carried at cost. Major renewals and betterments are capitalized and

maintenance and repairs which do not improve or extend the life of the respectlve assets are

charged against earnings in the current year. Depreciation is provided for in the ﬁnan01al

statements using straight-line and accelerated methiods over thé estimated useful 11ves D

Deprecratlon expense charged to operatrons for the year ended December 31 2001 was $ 36 016, ‘

. E Statement of Cash Flows .

- For purposes of repomng cash ﬂows the Company cons1ders all hlghly 11qu1d debt 1nstruments "

purchased w1th a matunty of three months or less to be cash equlvalents

- F, Income Taxes

‘ Income tax expense includes the federaI and state income taxes currentlyvp‘ayable.‘(refundable).’ -

‘ ._“NOTE 2 CONCENTRATIONS OF CREDIT RISK

' The Company is-engaged i in various tradmg and brokerage act1v1t1es in Wthh counterpartles ‘
primarily include banks and other financial 1nst1tut10ns In the event counterparties do not fulﬁll :
their obligations, the Company may be exposed to risk. The risk of default depends on the

credrtworthmess of the counterparty or issuer of the instrument. Iti is the Company s polity to .
review, as necessary, the credlt standing of each counterparty ‘
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Cutter & Company Brokerage Inc
NOTES TO FINANCIAL STATEMENTS Contmued

December 3 l 2001

NOTE 3- NOTES PAYABLE

§ 'At December 3l 2001 , the Company was 1ndebted with respect o the followrng note payable

i jF1rstar Bank; § 100, 000 lme of cred1t o
secured - by personal guarantee of stockholder - R
interest payable monthly at prime; due December 2001 R LL_

F1rstar Bank $ 2,500 line of credrt unsecured

‘ 1nterest payable monthly at 14% perannum;. - - -
‘~dueondemand ‘ e - & _-0-
NOTE 4 -NET CA-PITAL REQUIREMENTS

: The Company is subJect to the Umform Net Cap1tal Rule of the Securmes and’ Exchange
Commission. Under the Rule, the Company's aggregate 1ndebtedness to all other persons cannot

exceed 1500 percent of net capital, the Rule also requires that equity capital may not be - . .

- withdrawn or cash dividends paid if the Company's net capital would fail to equal 120 percent of
- the minimum dollar amount required. At December 31, 2001, the Company had allowable net
" capital of $ 206,605 which was $ 106, 605 in. excess.of the minimum requlred and the percentage
of aggregate 1ndebtedness to net-capital was 145 percent

r NOTE-S - PROFIT"—SHARING PLAN

~1n 1999 the Company adopted a 401(k) Employee Pension Plan for all employees meetmg
. eligibility and electing to part1c1pate The contrrbut1on charged to operatrons in 2001 was
i $ 32, 572 : C .
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B 'Rentkexpense ehaf,ge'éI to 'operations in 20.0 1 was $ 133, 173 .

Cutter & Com’pan}‘I Bfekerage Inc. '
L NOTES TO FINANCIAL STATEMENTS Contlnued

December 3 1 2001

o _NOTE 6 - COMMITMENTSAND'CONTINGENCIES

The Company leases it ofﬁce fac111ty and a VehICIC under various leases expiring Ji une 2004 At

‘December 31,2001 minimum rental commltments under the non canceIabIe lease expire as

,follows L , :
' Year . E Amount‘
© 20020 138,937
2003 S o 136,033
© 2004 66.588

In. the normal course of business, the Company is party to htlgatlon and arbitration actlons ‘

“involving their broker activities.. It is management s opinion that sufﬁc1ent reserves have been

provided for in the ﬁnan01al statements and that errors and omission insurance coverage is

o adequate to prov1de for any s1gn1ﬁcant Judgements resultmg from sa1d 11t1gat10n or arbltratlon .

: -NOTE 7- SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

Cash pald durmg the year for ' v Coe T

Inter-estv(" B $
- Incometaxes . - IR $92,237
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’Cufter & Company Brokerage Inc. |

COMPUTATION OF NET CAPITAL

B December 31 2001 |

Net Capltal Computatlon :
- Stockholder's Equlty _
- Deductions and/or charges.
Non allowable assets:

* Property and Equlpment: o

Other assets
- Accounts Recew_able :
" Prepaid expenses
" -Haircut on.securities

~ Net Capital

M

$530924

194,000

36,504

71,780
6,450
15.585
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' Cdtter.& COmpany Br(')kerage‘ Ine_. -
: COMPUTATION OF NET CAPITAL REQUIREMENT

December 31 2001 |

. Mlmmurn Net Caprtal Requrred (6 2/3% of Aggregate Indebtedness) i__ﬂl,&

“ : Mlmmum Dollar Net Cap1ta1 Requlrement . L B M~_
B Net Caprtal Requrrement (Greater of the Above) o : ; . M
»‘,ExcessNet Capltal v o ‘ o - _b | M |
o , \Percentage of Aggregate Indebtedness to Net Cap1ta1 | | o - __lii%z
”‘_Percentage ofDebt to Debt- Equlty - | ) o | _NZA

SCHEDULE OF AGGREGATE INDEBTEDNESS

AccountsPayablev R R : ’ - $155294

" Accrued Expenses - : LT - 144.747

RECONCILIATION WITH COMPANY'S COMPUTATION

~ Net capltal as. reported in Company s Part IT (Unaudrted) o
- - FOCUS report _ = $ 208,673 -

Net audit adJustments depr taxes,etc. - . - _ (2.068)
12
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| REPORT ON INTERNAL ACCOUNTING CONTROL

‘Board of Directors "
Cutter & Company Brokerage, Inc.

~In plannmg and performlng my audit of the financial statements of Cutter & Company

Brokerage, Inc. for the year ended December 31,2001, I considered its internal control including
activities for safeguarding securities, in order to determine my auditing procedures for the
purpose of expressing my opinion on the ﬁnanmal statements and not to prov1de assurance on the :
internal control structure. - = »

Also, as required by rule l7a‘-5(g)(1) of the Securities and Exchange Commission (SEC) I made a

study of the practices and procedures followed by the Company including tests of such practices

- and procedures that I considered relevant to the objectives stated in rule. 17a-5(g) in making

periodic computations of aggregate indebtedness and net capital under rule 17a-3(a)(11) and for
determining compliance with the exemptive provisions of rule 15¢3-3. Because the Company
does not carry securities accounts for customers or perform custodial functions relating to

‘customer securities, I did not review the practlces and procedures followed by the Company in
any of the followmg ; :

1. Making quarterly securities .examinationé, counts, verifications and comparisons.
© 2. Recordation of differences required by rule 17(a)-13. "

3. Complying with the requirements for prompt payment_ for securities nnder section 8 of
Regulation T of the Board of G0vernors of the Federal ReserVe System. '

The management of the Company is responsible for estabhshmg and mamtammg an internal -

control and the practices and procedures referred to in the preceding paragraph. In fulﬁlhng this
. responsibility, estimates and judgments by management are required to assess the expected

benefits and.related costs-of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to -
achieve the SEC's above-mentioned objectives, Two of the. objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute assurance |
that assets for which the Company has responsibility are safeguarded against loss from

11353 Brierhall Circle 314-739-6994  Fax 314-739-1409

Maryland Heights, MO 63043
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o unauthorrzed use of drsposmon and that transactions are executed in accordance with =

- management's authorization and recorded properly to permit the preparation of ﬁnancral

- statements in accordance with generally accepted accounting principles. Rule 17a-5(g) lists
addrtronal obj ectrves of the practrces and procedures hsted in the precedmg paragraph

, ‘BeCause of inherent limitations in an‘y internal control structure of the praCtrces and procedures
' referred to-above, errors-or 1rregularrt1es may occur and not be detected. ‘Also, projection of any’
“evaluation of them to future periods is subject to the risk that they may become: inadequate -

because of changes in condrtlons or that the effectrveness of therr de51gn and operatron may
deterrorate - :

- My consrderatron of internal control would not. necessarrly disclose’ all matters in the internal -
‘control structure that might be material weaknesses under standards estabhshed by the ‘American .

Institute of Certified Public Accountants. A material weakness is a condition ‘in wh1ch the
desrgn or operation of the specific internal control components does not reduce to a relat1ve1y

low level the risk that errors or 1rregular1t1es in amounts that would be material in relation to the
_financial statements bemg audited may occur and not be’ detected within a timely period by

employees in the normal course of performing their assrgned functions. However, I noted no P

“matters involving: internal control, including procedures for safeguardmg securities, that 1
‘ consrder to be materjal weaknesses as defmed above :

1 understand that practrces and procedures that accomphsh the objectives referred to in the
. second paragraph of this report are considered by the.SEC" to be adequate for its purposes in

accordance with the Securities and Exchange Act of 1934 and related regulations, and' that - .
practices and procedures that do not accomplish such objectrves in all material respects indicate a -
material inadequacy for such purposes. Based on this.understanding and on my study, I believe

tthat the Company s practrces and procedures were adequate at December 31 2001 to rneet the :
- SEC's’ obJectrves , - : : ‘ :

: Thrs réport is mtended solely for the use of the Board of Directors, the SEC, NASD and other :

, regulatory agencies which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in
 their regulation of registered brokers and dealers, and is not intended to be and should not be
‘used by anyone other than those specrﬁed part1es S :

Rulond W. Sclmidt OPH. P.C..

February 20, 2002
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